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The poverty of questions 


Poverty has certainly reduced in India but we need to ask more questions 


O 


he Planning Commission has released 
the results of the National Sample 
Survey Organisation’s (NSSO) 
Household Consumption Expenditure 
Survey. This is the survey that gives us the 
figures for the extent of poverty in India. 
According to this survey, 29.8% of Indians 
were poor during the period 2009-10, a decline 
of 7.3 percentage points from the survey of 
2004-5. The Planning Commission has also 
announced that it used Rs 28.6 per person 
per day in urban areas and Rs 22.4 per person 
per day in rural areas as the poverty line. This 
is the national average, but each state has its 
own rural and urban poverty lines. 


The numbers have caused much headline- 
grabbing outrage and have been subject to a 
lot of misplaced mockery, as they have always 
been. In the November 2011 issue of Pragati, 
we examined many of the common criticisms 
of the poverty numbers and explained how 
they were mistaken. While it is unfortunate 
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that the same ill-informed arguments are 
being repeated, the intent of this article is not 
to cover that ground again. Instead, we will 
attempt to go in depth and examine some 
new issues. 


It is worth doing a quick review of how the 
poverty line and the poverty headcount is 
calculated. The NSSO measures poverty 
in the most direct way that is feasible. 
Households across the country are sampled 
and surveyed for their consumption over a 
previous recall period. They are asked what 
they consumed and how much they paid for 
it. The value of their total consumption is 
compared against what it would take to buy 
a “poverty line basket” of goods and services 
(food, education, health and other essentials) 
using the same prices that people in their state 
have reported paying, in the same survey. For 
example, in rural Odisha in 2009-10, those 
who were surveyed reported spending Rs 567 
per person to buy the basket. So Rs 567 per 
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person per month is the poverty line for rural 
Odisha, and any household that reported 
spending less than that amount is classified 
as poor. Using this definition, the NSSO 
classified 37% of the rural Odiyas, or 153,000 
people, as poor during the period 2009-10. 
The important point is to note that the NSSO 
survey by itself does not classify individual 
Indians as poor or non-poor. Remember 
that it has carried out a sample survey, not a 
census. It just estimates the overall number, 
and publishes the poverty line. The poverty 
line could be used to determine eligibility for 
various government schemes and budgetary 
allocations, but currently it is not. The 
Planning Commission’s 2011 attempt to do so 
was shot down by the states. 


Is this methodology perfect? Certainly not. 
There are flaws, some of which we will discuss. 
But we must point out that arguing over the 
definition of who is poor is rather pointless. 
Let us use an analogy from the other end of 
the spectrum here—just as we disagree over 
what is poverty, we also disagree over what 
affluence is. If you are an Indian reading this 
article, chances are that an overwhelming 
majority of you are from the top 10% of the 
population, and if you were asked to classify 
yourself, you would probably put yourself in 
the middle-class, reserving the epithet “rich” 
for people like Mukesh Ambani. 


We can argue till kingdom come over whether 
you are rich or middle-class, or we can 
recognise that some things are objectively 
determined, while others are a matter of 
classification. The objective fact is that you 
travel to work by car while Mr Ambani does by 
helicopter. Whether your commuting by car 
makes you rich is a matter of terminology and 
classification, which may differ from person 
to person. The criteria for classification 
shouldn’t be entirely arbitrary—what criteria 
you use should depend on what you want to 
measure. 


But one thing is sure—if we use one set of 
criteria to classify people as poor or rich, you 
should take care to use the same criteria when 
you want to compare across time. If you use 
“commutes by helicopter” as your condition 
for being rich in 2004, but use “commutes by 
car or helicopter” in 2009, you will get a large 
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increase in the number of rich people. But 
your data will not be comparable. 


The Planning Commission has been updating 
and expanding its definition of poverty in 
response to criticism. The latest update to 
the definition came about in 2009, when 
the working group under economist Suresh 
Tendulkar updated not only the poverty lines, 
but also made changes to the methodology by 
which poverty is measured. Sure enough, this 
report has come under attack from people 
like P Sainath and Dilip D’Souza for the sin of 
confusing them. Mr Sainath, in his article in 
the Hindu conflates an increase in the poverty 
number because of an updated definition 
with a real increase in the number of the poor. 
Mr D’Souza in his article in the Hindustan 
Times does not appear to realise that his 
question about how the updated definition 
affects previous numbers is already answered 
in the Suresh Tendulkar report that he refers 
to. More importantly, the NSSO reports and 
data are available publicly, albeit for a price. 
If anyone wishes to analyse whether the 
survey numbers have misstated the trend, 
it is possible. But that would require going 
beyond the headlines and press releases. 


There may be valid criticisms over the 
comparability of data over time. Prof 
Himanshu of the JNU makes the case in the 
Mint newspaper that poverty is understated 
by 1.6 percentage points in 2009 because the 
mid-day meals for school children are included 
in the consumption estimates, and because 
this is a change from the 2004 statistics, the 
comparison is misleading. Other than the 
valid debate over whether government welfare 
payments should be included in consumption 
figures for poverty calculation purposes, 
this data can give us information on a more 
important area. Are welfare spends like mid- 
day meals and NREGA wages reaching the 
right people? Is the consumption increase 
among the disadvantaged commensurate 
with the spending on welfare schemes? 


There may also be questions over survey design 
and sample sizes. The Northeastern states 
have shown wild swings in poverty numbers 
between 2004 and 2009. For example, Tripura 
has shown a decline from 40% to 17.4% while 
Manipur has shown a drastic increase from 
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37% to 47%. What accounts for such drastic 
swings? Is it a real change or is it an artifact of 
small sample sizes? If so, what can be done to 
improve data collection in smaller states? 


The quality of the data provided by the NSSO 
has been questioned in the past. While the 
NSSO data comes from the most direct source 
that one can think of—by a direct survey 
of people, the quality of the data depends 
on the surveyors’ sincerity and knowledge, 
the design of the survey questions, and the 
willingness and ability of the respondents 
to recall and provide accurate information. 
The data provided by the NSSO has been 
compared against the National Accounts 
Statistics (NAS) provided by the Central 
Statistical Organisation. The NAS are the 
data that are used to calculate India’s GDP. 
It turns out that there is a discrepancy in the 
numbers—Montek Singh Ahluwalia referred 
to this discrepancy when he was under fire for 
the supposedly low poverty numbers, and the 
media immediately took this reference as an 
admission that the poverty numbers were low 
because of this discrepancy. 


If they had bothered to check, they would 
have realised that the truth is the other way 
round. As compared to the NAS, the NSSO 
numbers overstate poverty. They always have, 
and the discrepancy has been increasing over 
time. Back in the 90s, the NSSO numbers 
did not show any decline in poverty (or for 
that matter any increase in consumption, 
whether among the rich or the poor) while 
the NAS numbers did. Since then, the NSSO 
numbers have been showing a robust decline 
in poverty, but the NAS numbers have been 
showing even more of a decline. 


Prof Tendulkar and K Sundaram carried out 
a study in 2009 to understand the reasons for 
the difference, and while they identified many 
reasons, an important one is that the NSSO 
survey design is relatively static. An item of 
consumption will show up in the results only 
if it is asked about in the survey. As Indians 
broaden their consumption patterns, the 
discrepancy between what they are asked 
about and what they consume will increase. 
The NAS are relatively more dynamic. They 
collect information from a wider variety of 
data sources and the methodology is updated 
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continually. 


In fact, the NAS-NSS story is not the only one. 
The NSS numbers have been cross-checked 
against the Market Information Survey of 
Households (MISH) and once again, the 
result is clear—the NSSO numbers overstate 
poverty. 


So yes, poverty has reduced while economic 
growth has occurred. But how? We are 
often reminded that the plural of anecdote 
is not data. What is meant by this is that we 
shouldn’t generalise wildly from isolated 
examples. Yes, but in another sense, what else 
is data, but a collection of anecdotes? Each 
of the families that the NSSO’s HCE survey 
interviewed probably have a story to tell. How 
did they improve their lot? 


Compared to the NAS, the 
NSSO numbers overstate 
poverty 


The poorest Indians are the landless 
labourers. They do not have steady jobs, and 
they do not have an assured income. In 2004- 
5, many of them did not have enough to eat, 
and were below the poverty line. In 2009, a 
significant number fared much better. Did this 
improvement come about because they found 
better paying casual jobs? If so, where did they 
find them? Was it construction labour in the 
cities? Was it service jobs in malls? Was it farm 
jobs? Or was it due to the NREGA? These are 
the types of questions that will help resolve 
the debate on whether growth is sufficient or 
if you also need welfare schemes. Given the 
volume of the data the NSSO collects, there 
are bound to be pointers in the data to these 
questions, if not outright answers. 


Likewise, what has been the impact of the 
inflation that India has experienced over 
the past two years on poverty? The poorest 
Indians spend over 60% of their wages 
on food, and food has suffered the worst 
inflation. The poorest Indians are also farm 
labourers, and to an extent the increase in 
prices may have translated to a rise in wages. 
Has that happened or have the price increases 
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benefited middlemen, leaving the poorest 
worse off? 


How have different states managed to achieve 
different levels of poverty reduction? Is there 
a correlation with the policies they followed? 
What about inequality? Has it increased? 


Have different segments of the population 
benefited differentially from the economic 
reforms? Has there been a segment that has 
been left worse off? These are the kind of 
questions that we should focus on once we 
get over the headline grabbing outrage. 
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and Tehran 


Resolving India’s Iranian conundrum will require some creative diplomacy 


s even a cursory look at Western 
Avene these days will show, the 

world has entered a new round of 
antagonism in the confrontation over Iran’s 
alleged atomic weapons program. Ronen 
Bergman’s article in the New York Times is the 
latest to suggest that Israel is on the verge of 
an attack on Iran’s nuclear facilities. 


Since both US and Israeli intelligence have 
concluded, however, that there is no evidence 
that Iran has actually decided to build a 
nuclear weapon, this cycle of sabre-rattling is 
better seen as part of a larger effort to ensure 
that punitive measures (and not diplomacy) 
remain the preferred means of dealing with 
Tehran. Thus Washington has succeeded in 
convincing the Europeans, and ostensibly the 
Russians and Chinese, to participate in ever- 
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tighter sanctions against Iran, persuading 
Saudi Arabia to increase energy outputs to 
make up for the shortfall. 


In this context, India, Washington's “natural 
ally,” appears to be a potential spoiler. It was in 
the middle of this standoff that India eclipsed 
China as the number one importer of Iranian 
crude oil, relying on Iran for about 12% of its 
supply. And for a time, India had provided 
Tehran with over 30% of the refined gasoline 
that Iran consumed. This energy relationship 
has been so intimate, in fact, that many of 
India’s refineries have been constructed to 
run on Iranian crude, and would have to go 
through difficult retrofitting procedures to be 
able to process oil from other countries. 


New Delhi has kept this economic 
relationship alive in the face of sanctions by 
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devising “creative” means of engaging Iran. 
These include creating new corporate entities 
that are independent of Western financial 
institutions, purchasing Iranian oil with 
gold rather than dollars (reverting to a barter 
system that requires Iran to buy Indian goods), 
and sending currency through institutions 
such as Turkey’s Halkbank, which remains 
outside the purview of Western sanctions. 
New Delhi worries that if it drops Iran, 
Beijing could easily the pick up the pieces 
under preferential financial terms, while any 
shock to India’s energy supply could threaten 
its growth in the midst of a global recession. 


Former US Under Secretary of State R. 
Nicholas Burns, long a staunch supporter 
of India’s rise, recently lambasted New 
Delhi for its intransigence on the issue of 
censuring Iran, arguing that despite this 
energy dependence, “India has had years to... 
make alternative arrangements.” Indeed, the 
foundational document of Indo-US amity, 
the 2006 nuclear deal, contains multiple 
references to India’s full participation in 
efforts to “dissuade, isolate, and, if necessary, 
sanction and contain Iran.” 


Yet, forsaking Iran would not be as simple as 
shifting energy suppliers. Because Pakistan 
has not allowed open transit trade between 
Afghanistan and India, New Delhi is forced 
to look further afield. By constructing a road 
from Iran’s Chabahar port on the Arabian 
Sea to western Afghanistan, India has gained 
strategically pivotal access to Central Asia. 
This 135-mile road, along which India is 
constructing a railway, is far shorter and more 
reliable than the two other routes in Pakistan 
that connect landlocked Afghanistan to the 
sea. The road is the most efficient transit route 
to Central Asia and ends Pakistan’s monopoly 
on Afghanistan’s maritime trade, which has 
been a key enabler of Islamabad’s pernicious 
influence in Kabul’s affairs. The link gives 
India direct access to the mineral resources 
of Afghanistan and ultimately the vast energy 
supplies of Central Asia, including Iranian, 
Turkmen, and even Kazakh—natural gas not 
to mention the ability to physically step into 
the political fray should it come to that. 


Given the fact that it is a relatively stable, 
energy-rich geographic lynchpin, Iran cannot 
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be discounted so easily. And of course, given 
India’s long-term objectives of balancing 
China, cooperating in defence matters, and 
accessing markets, neither can America. Or 
even Saudi Arabia and Israel—Delhi’s number 
one sources of hydrocarbons and foreign 
exchange, and arms, respectively—relations 
with whom may also come under the weight 
of New Delhi’s ties with Tehran. 


In balancing these divergent interests, it 
appears that India has little choice but to 
continue to juggle its ties with both blocs; to 
oscillate between siding with Washington (as 
in India’s IAEA votes condemning Iran and 
decision to prohibit oil purchases through the 
Asian Clearing Union) and supporting Tehran 
(as in Delhi’s continued investment in Iran) as 
situations arise. 


Yet given the current configuration, this 
will inevitably amount to each relationship 
severely limiting the other. One of the 
most emblematic examples of Indo-Iranian 
cooperation, for example, the lran-Pakistan- 
India gas pipeline, was thwarted due primarily 
to pressure from Washington and the 
resulting disputes with Tehran over pricing. 
An alternative proposal to access Iranian 
natural gas—liquefied natural gas plants that 
keep imports fungible and reduce dependence 
on any one country—also requires American- 
made parts that are restricted under the Iran 
Sanctions Act (ISA), which limits annual 
investments in Iran’s energy sector exceeding 
$20 million. US-Iranian enmity is a fly in 
almost any ointment. 


Of course, none of these countries deal with 
New Delhi out of the kindness of their hearts; 
they do so because they too need Indian 
money or longer-term strategic assistance. 
India is not without leverage. Still, faced 
with such a conundrum, India ought to 
revamp its nonalignment doctrine for the 
new world—and do so by taking a page from 
the other “swing states” in the international 
system. Turkey in particular has used its 
multi-civilisational clout and broad-ranging 
interests to successfully mediate between 
parties from the Balkans to Mesopotamia 
and the Levant. In 2010 Ankara even joined 
forces with Brasilia to broker a deal in which 
Tehran agreed to parameters on its nuclear 
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program recognized by US President Barack 
Obama: that Iran’s low-enriched uranium 
(LEU) be shipped abroad, that a swap for fuel 
rods take place outside of Iran, and that the 
rods be delivered to Iran after nine to twelve 
months. (Washington nonetheless rejected 
the resulting ‘Tehran Declaration’ for being 
too little, too late). 


India ought to take a turn at facilitating an 
unofficial dialogue between Washington and 
Tehran—perhaps in tandem with countries 
like Turkey and Brazil—until a more public 
engagement is possible. In addition to 
stabilising Afghanistan, countering Sunni 
militants like the Taliban, enabling energy and 
commodities trade throughout the region, 
reducing regional dependence on Pakistan, 
working toward a stable Gulf, and limiting 
Chinese influence in the region, paradoxically, 
nuclear issues, which Washington insists on 
addressing above all, may in fact be an area of 
confluence. 


An early hiccup in the US-India nuclear deal— 
the arrangement over reprocessed nuclear fuel 
—was resolved in 2010 with the establishment 
of an international reprocessing centre in 
India that would serve the entire region. The 
India-based centre could simultaneously tie 
up the loose ends of the US-India nuclear 
deal and serve as a credible host to Iran’s LEU 
while the latter awaits reprocessed fuel for its 
own civilian reactors. 


Of course, given the current standoff, it 
appears unlikely that either side is ready to 
compromise at the moment; both are taking 
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pains to convince the world of the wisdom 
of their positions and dragging it down with 
them. 


India ought to take a 

turn at facilitating an 
unofficial dialogue between 
Washington and Tehran 


Yet, as Trita Parsi writes, “only through 
sustained, persistent, and patient diplomacy” 
that engages “the many power centers in each 
country—the supreme leader's office, the 
parliament, the president’s circle of advisers, 
the National Security Council and influential 
clergymen...the White House, the State 
Department, the Pentagon and Congress,” 
the private sector, media, and K Street— 
can agreement be reached. For India, this 
would include more effectively (and less self- 
righteously) projecting its own narrative on 
events in Central Asia in global and American 
media. 


Though Washington stayed in constant 
contact with Moscow even at the height of 
Cold War tensions, it has not had a direct 
means of communicating with Tehran in 
over thirty years. New Delhi can provide 
that bridging power to ensure that its own 
interests—and the world’s—are reconciled 
and not threatened through a debilitating 
regional conflict. 
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Politics 


Little has changed in the state but the election results tell us something about the future 
of national politics 


Shekhar reports an interesting datum: 

A search of the Google news archives 
reveals that while Rahul Gandhi merited over 
5000 news stories in 2011, the corresponding 
number for the newly elected Uttar Pradesh 
(UP) chief minister Akhilesh Yadav was a 
measly 26. 


Yet, Akhilesh Yadav led Samajwadi Party (SP) 
has swept to an unprecedented win in the 
UP assembly elections leaving Mayawati’s 
Bahujan Samaj Party (BSP) far behind in its 
wake. Despite the media hype and the stated 
confidence of its leaders, the Congress party 
has only marginally improved its performance 
forcing even the reclusive Sonia Gandhi to 


[: a column in the Daily Pioneer, Shashi 


10 


make a rare media appearance. 


Rahul Gandhi's predicament in UP indicates 
how the political narrative can be shaped by 
the Delhi-based media establishment which 
often remains completely divorced from the 
reality of state-level politics. Political pundits 
who appeared ready to coronate Rahul 
Gandhi as the next prime minister of India are 
now openly questioning his political instincts 
and even the quality which has defined 
the Nehru-Gandhi family for generations: 
Charisma. With little inclination for serious 
post-mortem in a frantic 24-hour-news-cycle, 
Mr Yadav is the new media darling with much 
praise for his newly-discovered leadership 
abilities and electoral magic. 
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The state politics 


Despite his resounding victory, Akhilesh Yadav 
faces immense challenges: That UP is one of 
India’s worst governed states is no secret nor 
is the fact that it remains mired in corruption 
with a dominating role for criminals of all 
political persuasions. Even the most cynical 
observer of UP politics would find it hard to 
reconcile the image of the notorious Raghuraj 
Pratap Singh as the state’s new jail minister. 


What is even more troubling, perhaps, is the 
lack of imagination and vision which the 
political leadership of UP and its people have 
shown over the last few decades. While India 
has progressed, UP has remained caught up 
in a time wrap with caste and communal 
considerations still predominantly dictating 
election results. Not that caste or corruption 
don't bedevil politics in some of India’s more 
developed states; UP’s collective failure is 
the inability to articulate and implement a 
developmental agenda which succeeds in 
delivering at least a semblance of progress and 
material advancement to its teeming millions. 
This is where UP and the Hindi heartland 
suffers in comparison to states like Tamil 
Nadu or Karnataka. For instance, despite 
political stability over the last five years, the 
Lucknow metro is nowhere in the horizon 
while despite constant political infighting, the 
Bangalore metro remains largely on track. 


Indeed, tempting as it is to search for a 
grand narrative—the UP electorate has 
voted for development or for the politics 
of empowerment—a closer analysis would 
suggest that the 2012 verdict has merely 
affirmed the results of the 2007 assembly 
elections. SP and BSP are now the principal 
adversaries in UP, with BJP and Congress 
fighting for the wooden spoon. In short, 
contrary to much of the popular analysis, 
little has changed on the ground. 


In a first-past-the-post system with multi 
cornered contests, looking solely at the 
number of seats is likely to yield distorted 
findings. What may be more useful is to 
examine the respective vote share of individual 
parties. Despite its huge victory, SP has failed 
to touch even 30% vote share while the BSP’s 
share remains at a highly respectable 26%. The 
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Congress party has improved marginally while 
the BJP continues its relentless downward 
spiral in this electorally crucial state. 


The likes of noted psephologist Yogendra 
Yadav are much better placed to understand 
the peculiar caste flavours of the 2012 verdict, 
but what remains true is that societies are not 
fundamentally transformed in five years. Or 
ten for that matter. Yes, the Hindi heartland 
is changing slowly and surely development 
with its very specific heartland connotation 
has arrived in the popular consciousness. A 
voter in Bihar or UP may have voted largely 
on the basis of caste a decade back but now 
she expects the government to maintain 
law and order and deliver some goodies as 
well. This is exactly where Nitish Kumar has 
scored in Bihar. But even in Bihar, despite the 
encomiums showered on Nitish Kumar, the 
JD(U)-BJP alliance won only 40% vote share in 
2010. Even at the height of his popularity when 
he was being hailed as a transformational 
leader in New Delhi studios, 60% of Bihar’s 
population voted against Nitish Kumar. Once 
again, social transformation is a matter of 
decades and centuries and not of transient 
electoral cycles. Indeed, if the recent brazen 
acts of violence in UP are any indication, even 
political parties and their supporters can’t 
change drastically in a short period of time. 


It is equally clear that in the foreseeable 
future UP’s polity would be essentially bipolar 
with limited roles for the Congress and BJP. 
Though this trend is hardly unique to the state 
—regional parties and satraps are increasingly 
dominating national politics—the defeat in 
the Hindi heartland remains a significant 
challenge for the national parties. The UP 
results may be particularly relevant for BJP 
which has little chance of capturing power 
at the central level without a dominating 
performance in UP. 


But why are national parties suffering 
constant reversals at the state level? Both 
the Congress and the BJP had no overarching 
theme in UP—they were merely competing 
in the promised distribution of entitlements 
with the regional parties. Naturally, the voter 
is more inclined to trust those who have the 
organisation on the ground and whose leaders 
are locally accessible and not occasionally 
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airdropped from Delhi. 


The lack of a national vision may not be 
fatal in itself if it can be supplemented by 
strong local leadership. Congress, of course, 
cannot encourage regional leaders lest they 
challenge the ruling family while the BJP has 
been so comprehensively decimated in UP 
that it was forced to import Uma Bharti from 
Madhya Pradesh. Little wonder then that the 
two national parties have fared so poorly in 
UP. With the emergence of strong regional 
leaders like Mayawati and Akhilesh Yadav, the 
path to recovery for the BJP and Congress is 
long and arduous. 


The national politics 


Making political predictions is a fraught 
exercise; in the Indian political context with 
its fast-changing equations and narratives, it is 
inherently risky. Many political commentators 
have argued that its poor performance in the 
assembly elections seriously threatens the 
prospects of the governing United Progressive 
Alliance (UPA) in the 2014 general elections. 
Therefore, it may be useful to start with a 
rather bold prediction: Assuming current 
trends hold, the UPA government is likely to 
return to power in 2014 for a third consecutive 
term. 


In a democracy all elections are about 
imperfect choices. Elections are more often 
lost than won. Indeed, it is far easier to argue 
that the BJP-led National Democratic Alliance 
(NDA) has no plausible path to the Delhi 
throne in 2014 than to argue a positive case 
for UPA. 


In the 2009 general elections, the NDA won 
159 seats with the alliance’s leading party, BJP, 
restricted to merely 116 seats. For a national 
alliance to emerge as a serious contender for 
power and attract post-poll allies, it needs 
to tally a minimum of 200 seats. It is hard 
to imagine NDA coming anywhere close to 
this number. Its current allies are unlikely to 
significantly improve their performance while 
the BJP will face major anti-incumbency in 
some of its most important strongholds: 
Karnataka, Madhya Pradesh and Gujarat. 


Therefore, BJP urgently needs additional 
partners in order to construct an alliance 
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which mirrors closely the NDA of Vajpayee 
years. However, because of what can only be 
described as BJP’s ‘Muslim problem’ the party 
has little hope of returning estranged allies 
like Mamta Bannerjee and Chandrababu 
Naidu to the NDA fold. 


The BJP currently attracts allies under three 
conditions. First, in states where its partner is 
implacably hostile to Muslims (Maharashtra); 
in states where Muslims votes are marginal 
(Punjab); and finally in states where the party 
is strong enough to ‘compensate’ its ally for 
the loss of Muslim votes (Bihar, Jharkhand). 
However, there is little that the BJP can offer 
to Mamta Bannerjee or Jayalalitha; in both 
these states the party remains a minor player 
hard pressed even to play the role of a spoiler. 


Now, if the NDA was close to the magical 
figure of 272, some of the regional parties 
could be persuaded to share in the spoils of 
power. But it is highly unlikely that in its 
current state, the NDA can come anywhere 
close to 272. That is the almost intractable 
conundrum the beleaguered opposition 
alliance faces. Simply put: alliances beget 
alliances. Of course, if the BJP had expanded 
significantly in the last few years, it could have 
propelled the NDA forward solely on its own 
strength. That is why its abject performance 
in UP and the shenanigans in Karnataka are 
so disheartening to the party. BJP may have 
lost the battle even before it truly begins. 


Congress has two additional advantages. First, 
in a multi-cornered contest, the party which 
does not appear to be a serious contended for 
power suffers disproportionately with even its 
sympathisers preferring other parties in order 
not to waste their vote. This is precisely why 
the BJP and Congress were unable to attract 
the anti-Mayawati vote in UP. Second, over 
the last few elections, the Indian voter has 
largely preferred to deliver decisive verdicts 
whether it was the Bihar elections of 2010 or 
the closely contested assembly elections in 
Punjab. The voter’s apparent preference for 
stability is likely to favour the party which is 
in power and is seen in many quarters as the 
natural party of governance. 


With the weakening of the national parties, 
the concept of Third Front is again gaining 
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credence in political circles. However, it is a 
concept which remains attractive in abstract 
but closer to fruition, the old fault lines 
emerge. Forget about a common agenda for 
governance, who would lead this unwieldy 
formation of regional parties who share little 
in common but an affiliation for power? What 
about stability? 


There is probably a sweet spot somewhere 
between 170 and 200 seats where the 
Congress party can be the linchpin of a stable 
coalition, and yet is not domineering enough 
to take its allies for granted. Paradoxically, 
the weakness of the Congress party may turn 
out to be a victory for the UPA: Its allies who 
remain wary of the Grand Old Party’s natural 
affinity for a single party government are less 
likely to rock the boat if the Congress remains 
weak and dependent upon their support. If 
Mamata Banerjee can constantly bully the 
central government and engage in low-risk 
rent extraction, why would she invest in a 
Third Front government which, based upon 
past evidence, is unlikely to finish its term? 


Those less cynically inclined may well ask 
why does governance—or rather lack of it— 
appears nowhere in this analysis? What about 
the charges of massive corruption constantly 
leveled against the UPA government? Surely 
the voter would not reward a formation which 
has delivered little in the way of governance 
and has wilfully engaged in massive scams. 


But what is the alternative? Opposition-led 
governments may generally be more effective 
in delivery of entitlement schemes but do 
they fundamentally differ in their vision of 
government and the proper role of the state 
from the socialist core of the Congress party? 
When the principal opposition party virtually 
functions as the B team of the government 
and borrows its idioms—witness how BJP 
leaders constantly invoke the aam aadmi—it 
loses its ability to offer an effective alternative 
to the basic governing philosophy Congress 
espouses. The BJP lost its mojo after the 2004 
debacle and has yet shown no signs of recovery. 
Where is the party which talked of reforms or 
championed the Indian growth story? Now 
it has no qualms in making common cause 
with the Communists if it can momentarily 
embarrass the government. The Indian 


PRAGATI The Indian National Interest Review 


voter may yet surprise the commentariat 
by defeating the UPA government in 2014 
but surely it would not be because the BJP 
has offered an attractive alternative or a 
visionary governance agenda. Or as Sushant 
Singh argues in an accompanying piece in the 
current issue of Pragati, the greatest legacy 
of the UPA government is the decisive shift 
towards the Left in Indian politics. 


Paradoxically, the weakness 
of the Congress party may 
turn out to be a victory for 

the UPA 


Political parties frequently argue that there is 
little popular support for economic reforms. 
The defeat of the likes of Chandrababu Naidu 
who courted foreign investment and stressed 
economic advancement are repeatedly cited 
as evidence of India’s disinterest in the reform 
process. It should be admitted that there is 
no direct political movement per se in favor 
of the reforms; on the other hand, the Indian 
voter often rewards populist handouts with 
electoral victories. Nevertheless, what is the 
hallmark of a true leader: He fulfils demands 
which may not have been fully or properly 
articulated. The Indian voter is interested 
in economic development though he may 
not directly speak the language of reforms. 
Even those farmers marching against land 
acquisition are in most cases demanding 
their just share in the economic pie. They are 
interested in being part of the new India and 
benefiting from it. Perhaps, in India, before 
the political sympathisers of the reform 
process can expect popular support, they 
should strongly believe in it themselves! 


Take the Indo-US nuclear deal as an 
example. Commentators sympathetic to the 
Congress party repeatedly advised prime 
minister Dr Manmohan Singh not to stake 
his government on the accord. They warned 
that voters were simply not interested in 
the intricacies of a complex deal and the 
government should acquiesce to the demands 
of the Left formation. To his credit Dr Singh 
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stood his ground, and is there any doubt that 
it increased his stature and helped improve 
the performance of the Congress party in 
the 2009 elections? The voter may not have 
understood the complexities of the historic 
accord but the very fact that the Dr Singh 
appeared ready to sacrifice his government 
in the pursuit of national interest instantly 
elevated him in the eyes of the Indian people. 
It would require a sustained intellectual and 
political defence of the reforms process and 
cogent articulation of how it will benefit the 
Indian people. Unfortunately, this is where 
the political leadership has failed India. 


Finally, what about India’s growth story? 
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The reform process is sufficiently advanced 
and too embedded in the Indian society for 
it to be completely rolled back; however, no 
government is likely to press forward with the 
much-needed second generation reforms. As 
the venerable Economist recently pointed out, 
growth is not India’s natural right. It requires 
reforms, effective fiscal management, and 
a strong and decisive government. To put it 
bluntly, this is a pipe dream. India will keep 
lurching forward but a cataclysmic shift 
which appeared likely only a few years back 
is now perhaps a generation away. While the 
political games continue in New Delhi and 
elsewhere, that is the real tragedy of India and 
her people. 
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What this politics 
portends? 


The failure to challenge Congress party’s ideology can convert this crisis of governance 
into a crisis of governability 


the legacy of the UPA government but 

the signs aren’t encouraging: a host of 
corruption scandals, misgovernance and an 
economy in decline is what this government 
will be remembered for. For a coalition that 
renewed its mandate in 2009 with much hope, 
the decline has been spectacular. Political 
explanations exist abound for the ineptitude 
of the Congress party-led government but 
they won't alter the consequences of the 
current declivity. 


|: may be two years too early to judge 


The unravelling of the UPA government has 
been both swift and spectacular. The Prime 
Minister’s office seems to be in perpetual 
fire-fighting mode, dousing one crisis after 
another. The weakness of the government has 
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emboldened other institutions to encroach 
upon the functions of the executive. The 
judiciary, the CAG and the armed forces, 
among others, have moved in to fill in the 
governance vacuum. The political space has 
also been ceded to non-state institutions, 
notably the media and the civil society. The 
parliament, from which the political executive 
draws its power, also stands diminished in the 
process. In fact, institutional relationships 
have been badly mangled in the last three 
years, upsetting the long-established system 
of checks and balances. 


The change in the UPA government’s attitude 
can be linked to its mishandling of the Anna 
Hazare movement. Before the Anna Hazare 
movement last year, the UPA government 
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seemed disdainful of the media and 
contrarian voices. A ham-handed response 
to Anna Hazare’s public fast, resulting in 
government's public capitulation has seen 
the UPA lose its nous. Rather than shape and 
guide public opinion, government policies are 
now being formulated to satisfy the clamour 
in the media. As the recent incident of child 
custody in Norway shows, government policy 
is being dictated by media reports and opinion 
pieces—often emotional and obtuse—than by 
national interest or strategic vision. 


Rather than shape public 
opinion, government 
policies are being 
formulated to satisfy the 
clamour in the media 


With the union government’s vulnerability 
out in the open, the state governments have 
moved in to grab their pound of flesh. The 
buzz of the season is the assertion of power 
by regional satraps. The central government 
has been forced to back down on a number 
of important legislations, policies and 
diplomatic positions as a consequence of 
strident and debilitating pressure from 
regional parties. The opposition-ruled states 
may be opposing union government’s policies 
for political reasons but the regional allies of 
the Congress party have been the real culprits. 
Mamata Banerjee’s opposition has already 
led to reversal of decisions to increase FDI 
in multi-brand retail and to hike passenger 
train fares. The opposition of the allies is 
not limited to domestic policy. It has already 
encroached the domain of foreign policy. 
While DMK’s insistence led to India voting 
against Sri Lanka on a UNHRC resolution, 
Ms Banerjee’s opposition to the Teesta 
water treaty has created problems for India- 
Bangladesh relations. 


Of course, a lot of UPA government’s 
weaknesses can be attributed to the problems 
of running a coalition government. Other 
coalition governments in the past have 
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also had their share of embarrassments— 
frequent entreaties to Jayalalitha by senior 
BJP ministers and sacking of power minister, 
Suresh Prabhu at Shiv Sena’s insistence in 
the NDA government, easily come to mind. 
But those were sporadic incidents, few and 
far in between. Nothing comes close to the 
consistent display of weakness and political 
ineptitude by the Congress party in the UPA 
dispensation. 


This is, however, not the first weak coalition 
government that India has had. India has 
perhaps had weaker coalition governments 
earlier, especially those of the Third Front. 
But those governments, which ruled India 
for a few months at different times, were not 
headed by a national party; the Third Front 
was always a motley group of regional parties 
propped up by others from the outside. 
This is the first time in independent India’s 
history that the union government led by 
a national party has capitulated in front of 
the smaller parties. With India destined to 
be governed by coalitions in the foreseeable 
future, the consequences of this capitulation 
by the Congress party will be long-lasting: 
the crisis of governance could end up as the 
crisis of governability. The decline, delay and 
corrosion in governance has led to a lack of 
trust among institutions, individuals and 
parties. This lack of trust means that political 
blackmail, even at a cost of national interest, 
is now an acceptable norm in the system. It 
would need a bold and visionary political 
leader to regenerate that trust and put 
governance back on track. 


If the Congress party evidently lacks such 
political leadership, the main opposition 
party, the BJP is no better. Since its loss in 
2004 parliamentary elections, BJP has failed 
to present itself as a viable alternative to the 
Congress at the centre. It will be no surprise if 
the next general election produces a scenario 
where the three major political groupings 
—the Congress, the BJP and the Left—do 
not together add up to 272 seats in the Lok 
Sabha. The next government will then be a 
coalition of regional aspirations with national 
parties left to playing second fiddle. A union 
government solely at the mercy of the regional 
satraps is bound to leave the India story in a 
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state of interminable decline. 


Election results are hard to predict and it is 
possible that some of this damage may be 
reversed by a bold leader surprisingly thrown 
up after the next elections. But what no leader 
will be able to reverse is the narrative created 
since 2004 by the Congress party, aided in 
no small measure by the National Advisory 
Council headed by Sonia Gandhi. The victory 
in 2004 elections on the Aam Aadmi slogan 
and the re-election in 2009 on the basis of 
successful social expenditure schemes like 
the MGNREGA has shifted the mainstream 
political narrative to the Left. Inclusive 
Growth has been accepted as a gospel and 
no party in India opposes redistribution 
schemes like the MGNREGA or the proposed 
Right to Food. Across the political spectrum, 
there is vocal opposition to increase foreign 
direct investment, do away with subsidies, 
to privatise the public sector or to reform 
the power sector. All parties are united in 
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their opposition to police reforms and labour 
reforms. Economic reforms is a dirty phrase 
with most of India’s politicians, bureaucrats 
and opinion makers. 


This is the most damaging legacy of the 
Congress-led UPA government—of moving 
the complete political ideology in India 
towards the Left. If an ideological reversal 
has to happen after the next elections, 
political parties or leaders have to now start 
taking positions which go against the current 
government's policies. Unfortunately, no such 
leader or party is visible on the horizon today. 
When the disagreements are only about the 
methods and not the ways and goals of the 
UPA government’s policies, there is little 
hope for a substantive change from the next 
government in Delhi. Ironically, UPA’s biggest 
success is that its ideological beliefs have been 
embraced by all its political opponents. It is 
another matter that in that success lie the 
seeds of India’s failure. 
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The SOPA learning 


Are we too late in safeguarding our Internet freedom? 


CDs, DVDs and other mediums of music, 

movies and software. Now imagine a new 
law that tries to put the stall out of business 
by disrupting the transport service that takes 
people to the store, preventing the banks 
from processing the money that the stall 
owner tries to deposits and preventing the 
stall owner from using the stall for any other 
revenue generating work. Translate this into 
the online world and you get a rough idea 
of the scope of the “Stop Online Piracy Act” 
(SOPA) bill that was introduced in the US 
House of Representatives and the equivalent 
“PROTECT IP Act” (PIPA) bill that was 
introduced in the US Senate in late 2011. 


| ee a makeshift stall peddling pirated 


SOPA and PIPA are an important development 
not just because of its stated aim of protecting 
intellectual property online, in itself a very 
complicated and thorny issue, but also because 
of what happened to it and what it means to 
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future attempts at legislating around the issue 
of online piracy. While the whole issue played 
out in the US, it has important implications 
in India too, both from the point of view of 
setting a precedence, but also due to existing 
and potential additions and amendments to 
the existing Indian Acts. 


SOPA’s primary aim is to cut off websites 
hosting illegal copies of videos, audio files, 
photos etc. in foreign countries that are not 
directly under US jurisdiction and hence not 
forced to comply with US intellectual property 
laws. The way SOPA hoped to achieve this 
was through a four-pronged approach - (1) 
order Internet Service Providers (ISPs) to alter 
their Domain Name Servers (necessary for 
translating human understandable names like 
google.com into machine resolvable Internet 
Protocol addresses like 74.125.79.100) to not 
resolve the domain names of the concerned 
websites, (2) order payment providers like 
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Paypal to close accounts held by these website 
owners/entities, (3) order online ad services 
like Google Adsense to refuse serving ads 
on these websites and closing the associated 
accounts and (4) order search engines like 
Google to filter their search results to remove 
references to these illegal sites. 


However, SOPA and PIPA met with a barrage 
of opposition from companies like Google, 
eBay, Facebook, Mozilla, Paypal, Yahoo! and 
others. In addition, on Januaray 18, 2012, 
over 7000 websites including influential 
ones like Wikipedia and Reddit organised 
a coordinated service blackout to draw 
attention to their opposition to SOPA and 
PIPA. Those who opposed SOPA agreed that 
while online privacy could not be condoned, 
the provisions of SOPA were too broad and 
had the potential to make the use of Internet 
unsafe. According to the opponents of the bill, 
the use of DNS filtering would leave the US 
ethically no better than regimes like China, 
Iran and others that suppress and filter the 
use of Internet. A technical weakness pointed 
out regarding the solution proposed as part of 
the bill is that DNS filtering can be overcome 
by the use of third party proxy servers. An 
associated worry is that when users engage in 
the use of proxy servers with risky third party 
services, they put themselves at risk without 
necessarily having the technical knowhow 
to protect themselves and the bill would be 
catalyst for such behaviours. 


The opponents of the bill also raised the issue 
that the ad companies, payment processing 
companies and search engines have to put 
blocks and suspend account within five days 
of receiving a letter from the copyright owner, 
without the need for a due process in a court 
of law. This opens up avenues for abuse and 
overzealous policing by IP holders. In order 
to comply with the bill, the online companies 
would have to police and heavily censor user 
contributions and it is even speculated that 
had this bill been law earlier, services like 
YouTube would have died in its infancy. 


In response, at least partially, to the public 
show of protest against the bill, the House 
Judiciary Chairman announced on 20th 
January that plans to draft the bill have been 
postponed “until there is a wider agreement 
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on a solution.” While the immediate threat 
posed by SOPA and PIPA has been averted, 
it can be safely assumed that the likes of 
Recording Industry Association of America 
have not given up on passing acts that provide 
sweeping powers to police the Internet. 


Indian legal system already 
has rules in place that are 
as draconian as SOPA when 
it comes to censorship 


Given the US-centric nature of SOPA and 
PIPA one may think that it is a US specific 
problem that can be ignored by the rest of the 
world. However, this is not so. For one, US 
market is a prime customer market for online 
companies and being declared “non grata” 
would affect the bottom line of any company 
whose customer base is international. Another 
issue is that given the relatively less medieval 
nature of the legal framework surrounding 
online markets in the US, several countries 
have and will continue to look towards the US 
for inspiration to enact legal structures that 
move them into the modern digital world. 
If bills like SOPA are enacted in the US, it is 
only going to be a matter of time before other 
countries follow suit with similar broad acts 
that are ripe for misuse, willingly or coerced. 


That was the “What If” scenario. Some would 
say that such a future has already arrived in 
India. 


Indian legal system already has rules in place 
that are as draconian as SOPA when it comes 
to censorship. The ‘Intermediary Guidelines’ 
and ‘Cyber Cafe Rules’ that have been in 
force since early 2011 gives the government 
and even ordinary citizens the arsenals 
necessary to censor the Internet by forcing 
intermediaries like online companies and 
service providers to block content that are 
“disparaging”, that the users “does not have 
rights” to and so on. Google’s recent indirect 
admission that it had to censor content that 
dealt with “government criticism” due to the 
invocation of article 69A of the Information 
technology Act shows that these legal choke 
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point has been and will continue to be used 
for suppressing dissent in the online world. 


In addition to these existing rules, the recently 
proposed amendment to the Copyright 
Act include provision for copyright owners 
to send notice of infringement to service 
providers, forcing them to censor or take 
down the content in question, without having 
to prove in any court of law that they own the 
content in question nor that the content in 
question is illegal. The service provider can 
be penalised if it refuses to censor/take down 
the content,while the sender of the notice is 
not penalised in any way if the original notice 
is proven to be false, making the provision 
unfairly balanced on the side of the copyright 
holder. 


The governments all over the world, India 
being no exception, have shown time and 
time again that they will go to great lengths 
to push their moral and ethical views onto the 
society and will do almost anything to cling 
to power and use almost all means necessary, 
including legal means, to suppress dissent. 
The online medium is no different and in fact, 
given its pervasive nature, is harder to tame 
and control, unless done at the very nascent 
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stages. 


The curious thing about these recent 
developments in India is that, except for 
isolated voices from the likes of Centre for 
Internet and Society, it has raised hardly a 
whimper from the citizens. While the SOPA 
protest drew out several thousands of online 
petitions and even physical demonstrations 
across the US, the scene in India couldn't have 
been more different. We seem to lulled into 
a state of resigned acceptance, maybe due to 
the misconstrued notion that acts and rules 
regarding the online world does not affect 
the common man, the aam aadmi. This can 
only be true when viewed through the myopic 
lens of short sightedness. When not opposed, 
these rules and regulations can be passed in a 
jiffy but can take forever to change and almost 
impossible to repeal. 


Given that the digital world is only going to 
seep more and more into the society, one 
needs to take a stand now and challenge these 
acts of stifling censorship of a medium that is 
yet to reveal its full potential. 


SOPA was defeated but is it already too late 
for India? Maybe and hopefully not, but it will 
soon be; and we have only ourselves to blame. 
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From slacktivism to 


activism 


People Power is about using technology tools for social action 


ver the past few weeks, Indians have 
C)i= incensed at the callous official 

response to heinous crimes against 
women. Multiple incidents of gang rapes 
seem to have become another opportunity 
for senior policemen to abdicate their 
responsibility by asking citizens to be vigilant 
and learn martial arts. While this is the most 
vivid demonstration of official apathy and 
neglect of people, it is by no means unique. 


Whether it be law and order, municipal 
services, healthcare or post-disaster relief, 
people expect less and less from the 
government. The affluent tend to seek out 
private providers and in effect secede from 
the rest of India. The less fortunate continue 
as they always have, either jockeying for 
‘special treatment’ from the system by buying 
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influence or taking refuge in community 
action. Motivation leads to action, either 
through goading the existing system or by 
creating alternatives. The issue is of scale, 
of getting more and more people to demand 
their dues. 


People power is a powerful idea, especially 
in this day and age. Time magazine anointed 
The Protester as The Man Of The Year 
2011, recognising the sea-change wrought 
by the Arab Spring, Occupy and many such 
movements across the globe. Activists and 
volunteers of all hues have used Facebook, 
Twitter, YouTube and sundry social networks. 
Or, as Time put it, “If you tweet it, they will 
come.” 


The jury is still out on what these events 
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may have achieved. There is perhaps 
greater recognition that they captured the 
imagination of people across the globe, led 
by their ability to mobilise people by creating 
rapid awareness, raising motivation levels to 
go over the precipice of informed inaction, 
to march in thousands. At their core, each of 
these events marshalled technological tools to 
amass groups of volunteers to protest against 
hubris-laden institutions and governments. 


Our actions are driven by 
lack of options to engage 
rather than an antipathy to 
engage 


Returning to India. Marshalling people power 
through social media, attractive though it may 
be to social media addicts like this author, 
is more about promise than immediate 
possibility. The vast majority of Indians are 
more off than on the net. With an internet 
penetration of 8% (100 million) and social 
media penetration of just 3% (40 million), one 
could be forgiven for questioning the impact 
that the net can have in drawing the balance 
go odd percent. 


As the world’s largest, albeit flawed, 
democracy, inclusion of greater numbers is 
imperative. India has close to 900 million 
mobile connections. Almost three-fourth 
of Indians have one. Surely, that is a potent 
device. How does one use the simplest of 
mobile phones to empower lay citizens? 


Two organisations, FrontlineSMS and Ushahidi, 
non-profits both, seem to have some excellent 
solutions on using mobiles for community 
awareness and action. Interestingly, they 
were born in Africa, in conditions which 
will sound familiar to Indians. FrontlineSMS 
was created by Ken Banks, a National 
Geographic Emerging Explorer, as a way to 
help South Africa’s Kruger National Park 
officers connect with communities on their 
periphery. Internet connectivity was sparse, 
though mobile connectivity was excellent. 
Ushahidi (Swahili for ‘testimony’), was created 
in 2007 in response to the violence around 
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elections in Kenya, when media and on- 
ground eyewitness versions were found to be 
divergent. Sounds familiar? 


At its simplest, Ushahidi compiles a visual 
“heat-map” of critical incidents, submitted 
by concerned citizens, reporting via mobile 
or the web. Beginning with the 2007 Kenyan 
elections, Ushahidi has been deployed 
successfully across the globe - to help direct 
emergency rescue teams in Haiti, Indonesia 
and Japan. In India, the Ushahidi platform has 
been used by MAPS4AID to track violence 
against women (vawmumbai.crowdmap. 
com), monitoring power cuts (powercuts.in) 
and tracking elections. Think of it as validated, 
on-ground reporting by citizens interested in 
bringing about change, rather than citizen- 
journalism of the sort popularised by TV 
channels. 


Ushahidi is a set of open-source software 
which takes input in a variety of forms 
(e-mail, SMS, web) and creates a Google 
Map powered display which allows for 
rapid updates. (Check out ushahidi.com 
for a wealth of information, downloadable 
software and case studies). What Ushahidi 
does need are software people to customise 
the open source software (apparently it is 
quite easy for someone who knows how) and 
administrators to help maintain the data as it 
streams in. It is a resource which can then be 
used to create awareness and focus attention. 
A powerful way of goading the system to react 
and hopefully, render services. 


FrontlineSMS, on the other hand, needs 
just a mobile and a notebook to create a 
communications hub which then can work to 
create a two-way SMS system. While disaster 
relief has been an obvious use of the platform, 
its promise lies in its augmented usage as a 
health monitoring system, a credit delivery 
mechanism, price discovery for agricultural 
commodities and many more. 


A particularly inspiring project one read about 
was designed to serve HIV-positive people. 
The lessons learnt have wider applications 
because “patients knew how to act, but many 
were not aware of the underlying reasons 
for doing so. Yet it also became clear that 
too much was being communicated in too 
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short a time frame and they soon became 
overwhelmed. The patients wanted to know 
why this information mattered and they 
wanted clear, practical solutions dealt out in 
small, manageable chunks.” The project is 
now being re-designed. 


Archimedes had said, “give me a lever and | 
will move the world”. His words have never 
seemed more applicable than in today’s 
India. Indians have always rallied together 
to help others in times of crisis. Whether 
rail accidents in remote locations, cyclone 
relief, helping victims of terror attacks reach 
hospitals, Indians have demonstrated that 
when motivated, they will act. By the same 
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token, it needs a crisis to take action, not 
before. One suspects this is driven by lack of 
options to engage rather than an antipathy to 
engage. 


Technology, from social media to the humble 
yet powerful SMS, have already helped 
make fundamental changes in everyday 
lives. Why wait for a face to face meeting 
if one can connect immediately virtually? 
Extend the same habits to solve pernicious 
problems that plague everyday life - 
through tools which extend reach, promote 
awareness and propel action. The medium 
is not the message. The message is the 
message. 
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Gujarat’s state budget for 2012-13 


he announcement of the 2012-13 
budget for Gujarat is a timely reminder 
that state budgets deserve a more 


prominent role in policy debates about India’s 
public financial management. 


States play a critical role in delivering 
public services and in implementing central 
government schemes. In FY 2009/10, for 
example, the share of all 28 states and 7 
Union Territories combined in India’s total 
government expenditure and revenue was 53 
per cent and 64 per cent respectively. For this 
reason, and given the rising importance of 
fiscal policy and sovereign debt sustainability 
following the global financial crisis, 
constructive debates on how to improve 
Indian states’ public financial management 
are increasingly important. 
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Gujarat accounts for 5 % of India’s population, 
but 7.2% of its GDP, and 25 percent of its 
exports. Its per capita gross state domestic 
product (GSDP) is projected to be USD 2100 
by March 2013. The real GSDP has grown at 
an annual average rate of 10.3% between FY 
2005-06 and FY 2010-11. 


Gujarat’s FY 2012-13 budget presents a 
sound development strategy and, in light 
of the state’s proven record of competent 
implementation, the proposals are highly 
likely to be translated into outcomes. The 
development strategy outlined in the budget 
is informed by both knowledge economy 
and management, and by a keen sense of 
opportunity. The budget recognises that in 
the next 15 to 20 years India and Gujarat must 
take advantage of favourable demographic 
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trends, the aspirations and dynamism of its 
people, and other relatively benign external 
factors, if it is to emerge as a state with high 
human development. 


The annual planned expenditure for 2012-13 
is estimated at Rss5o6 billion (US$10 billion), 
which is equivalent to 9.9% of the GSDP. 
Social services have been allocated 40% of 
the budget, with agriculture and related 
areas set to receive 32.4%, and transport 9.8%. 
Several initiatives in the budget indicate that 
a knowledge-based development strategy has 
been adapted to Gujarat’s specific context 
and needs. These initiatives also show that 
Gujarat is looking to the future and aiming 
to empower all citizens in an even-handed 
manner. The drive towards inclusiveness is 
also reflected in a proposal to erect a statue of 
unity, to be named after a politician belonging 
to the congress party who is currently in 
opposition. 


Gujarat is set to become the first Indian 
state to generate solar power through panels 
mounted atop a 100-kilometre stretch of 
the Narmada canal. This could reduce water 
losses through evaporation—a major problem 
in canal irrigation—and it could also help 
economise on land, which remains a major 
constraint on projects to develop solar power 
in India. The energy generated through 
the panels will be available for villages near 
the canal, substantially improving their 
connectivity, and thereby helping them meet 
the challenges of the 21st century. 


The state budget provides for other 
infrastructure projects, such as upgrading 
5800 kilometres of roads connecting villages 
and cities, and completing agricultural 
electricity connections by 2015. On a larger 
scale, a planned partnership between Gujarat 
state companies and central government 
companies will build interstate petrochemical 
pipelines that will service about one-third of 
the country. 


Empowerment through training and 
information is also highlighted as a priority, 
with the budget allocating funds to build an 
autonomous university to train professionals 
in the fields of infrastructure, engineering 
and management—a vital initiative given 
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India’s infrastructure needs. E-libraries will 
also be created throughout the state, and 
it is expected this will empower people to 
participate in the digital age. 


There is also much interest in Gujarat’s state 
budget beyond the allocation of resources. 
The aggregate fiscal indicators show a revenue 
surplus of Rs36 billion (US$718 million), and 
an overall deficit of Rs178 billion (US$3.5 
billion), equivalent to 2.63% of the GSDP. 
While these figures suggest a moderately 
encouraging aggregate fiscal outcome, they 
are highly dependent on sustaining the rapid 
economic growth of recent years. 


It is time for Gujarat to 
begin multi-year budgeting 
and to gradually progress 
from cash to accrual 
accounting 


There are also concerns about Gujarat’s 
moderately high debt-to-GSDP ratio. 
Estimates from the Reserve Bank of India for 
2010-11 put Gujarat’s debt ratio at 31.4%, lower 
than West Bengal (40.8%) and Bihar (39.5%), 
but higher than Haryana (18.9%), another 
state with solid infrastructure investment. 
This suggests that Gujarat’s fiscal space is 
more limited than its deficit figures indicate 
and that it must avoid negative growth shock 
and improve capital productivity. 


There are two other areas in need of 
substantial improvement. First, Gujarat needs 
to focus on improving its social and public 
health indicators, particularly the sex ratio, 
infant mortality rate, and rural and urban 
sanitation. These challenges have also been 
noted across other parts of the country and 
present a difficult challenge. Second, the 
budget documents need to be more analytical 
and informative, explaining the strategy and 
assumptions underlying the exercise. It is time 
for Gujarat to begin multi-year budgeting and 
to gradually progress from cash to accrual 
accounting. This will permit construction of 
asset registry and balance sheets, facilitating 
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more productive use of state assets, and come. But, designed to keep Gujarat’s lead 
public financial management. as a high-growth, innovative and competent 

. ‘ state in federal India, the FY 2012-13 budget 
These are important challenges, which js consistent with the needs of the state and 


Gujarat will have to address in years to of the country. 
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Some Proposals in the First Part of the Budget Session 


he Budget Session of Parliament 
started on 12 March with the 
President’s Address. During the first 
part of the session, Parliament’s focus has 
been on this address and the Railways and 
Union Budgets. In addition, some key motions 
have been proposed by some members to 
annul and modify some Rules issued under 
the Information Technology Act, 2000 and 
the Civil Liability for Nuclear Damage Act, 
2010. Parliament will take a three week break 
in April to examine budgetary demand for 
grants. In the second part, between April 24 
and May 22, the Finance Bill and expenditure 
proposals of the Union Budget will be 
considered. The government has also listed 
39 other Bills for consideration and passing 
during the session. 


In this note, we examine a significant change 
proposed in the Finance Bill that would allow 
a higher level of revenue deficit. We also 
discuss the two motions that amend the Rules 
mentioned above. 


FRBM Amendment 


The Finance Bill, presented as part of the 
Union Budget, has a section to amend the 
Fiscal Responsibility and Budget Management 
Act, 2003 (FRBM Act). That Act was passed 
to keep spendthrift governments in check. 
Governments may believe that short term 
spending funded by borrowings can help 
them win elections; however, these often lead 
to increase in public debt and debt servicing 
costs. The FRBM Act attempted to curb 
this tendency by requiring the government 
to bring revenue deficit to zero within five 
years, and the fiscal deficit to be reduced to a 
level determined by Rules. The FRBM Rules, 
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2004 set the five-year target for fiscal deficit 
to 3% of GDP, with a decrease every year in 
the interim. However, both these targets 
were not met. (Though government accounts 
indicate that the interim targets were met, 
these figures do not account for oil, food and 
fertiliser bonds.) Since 2008, the targets were 
suspended as a stimulus measure in the wake 
of the global financial crisis. 


Last year, the finance minister introduced the 
concept of “effective revenue deficit”. This 
deficit is calculated by subtracting capital 
grant by central government to states from 
the revenue deficit. The justification given is 
that these grants are used for building capital 
assets, so they should not count as revenue 
expenditure. However, the catch would lie 
in the details: would items such as central 
grant to states for MGNREGA be counted asa 
capital grant or a revenue expenditure? 


In this budget, the FRBM targets have been 
revised. The new targets require the effective 
revenue deficit to be brought to zero by March 
2015, and the revenue deficit to be contained at 
2% of GDP by that date. In effect, the target for 
revenue deficit has been eased by 2% of GDP. 
The new fiscal deficit targets will be issued 
in the Rules; if there is no change, then the 
implication is that direct capital expenditure 
by the centre (net of PSU disinvestments and 
loan recovery) will be restricted to 1% of GDP. 
If the fiscal deficit target is also eased in the 
Rules, that would have adverse implication 
for both medium term growth and inflation. 


Oversight of subordinate legislation: Two 
pending motions 


A few months ago, we had discussed the 
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implication of the four sets of Rules notified 
under the Information Technology Act, 2000 
(see Pragati, June 2011). These included the 
IT (Intermediary Guidelines) Rules, 2011. 
These Rules require each intermediary to 
publish terms of use. The terms of use would 
prohibit the user from hosting content that 
is grossly harmful, blasphemous, harassing, 
defamatory, obscene, hateful, racially or 
ethnically objectionable, unlawful, etc. In our 
analysis, we had pointed out three issues: that 
several terms were undefined and ambiguous 
(such as grossly harmful and blasphemous); 
that certain content that may be printed 
in a newspaper could not be published on 
the internet; and that some of these terms 
may infringe the fundamental right to free 
speech and expression. The Information 
Technology Act, 2000 permits Parliament to 
annul or modify any Rule within a specified 
time period. One Member of Parliament, P 
Rajeeve, has initiated a motion in Rajya Sabha 
to annul this set of Rules. 


If the fiscal deficit target 
is eased in the Rules, 

that would have adverse 
implication for both 
medium term growth and 
inflation 


The Civil Liability for Nuclear Damage Act 
was passed in 2010. This Act limited the 
civil liability of any nuclear operator in the 
event of an incident to Rs 1500 crore. The 
Act also provides the operator with the right 
to recourse under three conditions. These 
include (a) if there is a contract providing 
such right; (b) if the incident is due to a 
patent or latent defect in equipment or 
material supplied; or (c) the nuclear incident 
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was deliberately caused. The government 
has notified Rules under this Act. Among 
other things, these Rules specify minimum 
standards for a contract (under case (a) above). 
The Rules require the contract to provide 
that the right of recourse should not be “less 
than the extent of the operator’s liability ... 
or the value of the contract itself, whichever 
is less”. They also provide that the duration 
of the contract shall be for the duration of 
initial licence issued under the Atomic Energy 
(Radiation Protection) Rules, 2004 or the 
product liability period, whichever is longer. 


These Rules raise the following issues. First, 
it is not clear whether these Rules would 
override the right of the operator to recourse 
under the second condition above. That 
is, whether the existence of a contract that 
provides for recourse would override the right 
to recourse for in case of an incident caused 
by patent and latent defects. Second, the 
term “value of the contract” is not defined. It 
could mean the consideration for purchasing 
a component or the amount mentioned in 
the contract as the supplier's liability. Third, 
the term “initial licence” is not defined. If 
we assume that this term refers to the first 
time, the licence is given under the 2004 
Rules, then the period is for the first five 
years of operation of the nuclear plant. This 
period would be redundant if an equipment 
is purchased during a later period (when the 
plant is operating under a renewal of the first 
licence). 


A motion to amend these Rules has been 
proposed by Sitaram Yechury in Rajya 
Sabha. This motion proposes that the Rules 
be modified to remove the term “value of 
contract”. That would limit the right to 
recourse to the operator’s liability. The 
motion also proposes to replace the term 
“initial licence” by “30 years”. 


It would be interesting to follow the debate 
on these two motions and see whether 
Parliament amends the Rules. 
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Pareto 


Economics in small doses 


WHY 2008 CRISIS IS ONLY 


COMPARED TO GREAT 
DEPRESSION? 
BARRY EICHENGREEN 


looks at the role of history in 
the recent crisis. The 2007 crisis 
is always compared to Great 
Depression. So for any policy 
action, we quickly goto Great 
Depression literature and analyse 
policy decisions. 


But 
Depression? 


why just Great 
Why not other 
crises like the one in 1907 or 
many others that occurred in 
20th century? There have been 
criticisms that comparison with 
great depression has led to over- 
responding in this crisis. The 
answer is policymakers look for 
quick analogies in such times. 
And what better than great 
depression to provide a quick 
response to the crisis. 


However, analogical 


reasoning is not always 
successful. There are examples 
in foreign policy when references 
to historical analogy led to some 
big errors as seen in Vietnam war. 
Then there are also cases when 
following multiple historical 
analogies led to successes like 


Kennedy’s decision during Cuban 


missile crisis. But Kennedy was 
an exception as he was a student 
of history. Most leaders look for 
immediate analogies to resolve 
a crisis which could be wrong or 
right. 


How does one ensure that 
leaders do not fall into analogy 
trap? There is a need to keep 
institutional history in memory. 
He advocates having offices of 
history to keep an account of 
historical analogies and apply 
them accordingly. 


HISTORY OF CAPTURE AND 
ANTI-CAPTURE OF US POLITICS 


The flavor of the season is a 
book by DARON ACEMOGLU 
and JAMES ROBINSON called 
Why Nations Fail. The book 
documents exciting case studies 
on why certain nations could not 
develop. They have been sharing 
their insights on the blog by the 
book’s name. 


They recently wrote a terrific 
research note on US history and 
point how the country’s initial 
structure was moving towards 
being elitist and oligarchic. It 
took a long and huge struggle to 
make the institutions inclusive. 
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These inclusive institutions have 
in turn shaped the economic 
structure which has made US a 
country of endless opportunities. 
There was continuous battle 
post US independence between 
the elitists and general public, 
north and south regions to tilt 
the advantages in their favor. 
But thanks to few visionaries 
and resilience of institutions, US 
remained an inclusive society. 


Fast forward to current times. 
The duo points how the inclusive 
institutions have been weakened 
and Occupy Wall Street (OWS) 
is a movement against the same. 
The policies have led to widening 
inequality in US which has led 
to the recent backlash against 
Wall Street where much of the 
income gains have been made. 
They also look at differences 
and similarities between the 
early movements and OWS. In 
order for OWS to be successful it 
should have a specific agenda to 
succeed. There is still hope that 
resilience of US institutions will 


help ride the tide. 
HOW INDIAN ECONOMY 
SPILLOVERS TO SOUTH ASIA... 


DING DING and l1YABO 
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MASHA look at how India’s 
reforms and recent high growth 
have led to rise in spillover to 
South Asian economy as well. 
They from 1995 
onwards if India grows by 1%, 


show 


it has a positive spillover effect 
in the South Asian region (SAR) 
of 0.37%. This is lower than 
the spillover seen in other such 
regions like China to South East 
Asia and South Africa to Southern 
African region. 


How does Indian economy 
help SAR? Unlike some regional 
powers such as South Africa, India 
does not operate an economic 
union with its neighbors. Hence 
trade flows are limited. The main 
sources of spillover is Official 
financial flows from India. More 
than 70% of Bhutan’s budgetary 
grants are from the Government of 
India, and almost all (98 percent) 
of Bhutan’s external debt is owed 
to India. In Maldives, loans from 
India account for about 20 percent 
of external debt. Likewise Indian 
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has committed large funds to 
Afghanistan and Bangladesh as 
well. Remittances is another 
channel of spillover which has 
risen lately, Another interesting 
source of spillover is students 
from SAR coming to India for 
education. This is called as 


human capital spillover. 


The authors also discuss 
key issues which could lead to 


increase in spillovers effect. 


DID INEQUALITY CAUSE THE 
CRISIS? 


Rising inequality has emerged 
as a surprise and highly troubling 
issue post the recent crisis. 
One can resolve financial stress 
over sometime but addressing 
inequality takes 
After Raghuram Rajan’s famous 


many years. 


book which argued how because 
of rising inequalitypoliticians let 
people eat cheap credit in order to 
avoid protests. This rising credit 


sowed the seeds of the current 
crisis. Since his book, there has 
been lot of discussion on whether 
inequality caused the crisis 


MICHAEL BORDO and 
CHRISTOPHER MEISSNER look 
at historical financial crises and 
say inequality does not seem to 
be the reason for any of the crisis. 
The main factor behind crises is 
credit booms but inequality does 
not really lead to credit booms. 
Low interest rates and growing 
economy in turn are the two 
main factors leading to credit 
booms: 


A very timely paper to further 
stir the debate. Though history 
is mostly a fine guide there is 
nothing to suggest that inequality 
could not be a reason. This 
crisis could be slightly different 
from others (the column hates 
saying this though) and may be 
inequality was a major reason 
if not directly then indirectly. 
There will be many more papers 
looking at inequality in future. 
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BOOKS 


Thedigital meetsthe 


medieval 


Digitial books have opened up new avenues for personal discovery by providing direct 


access to original sources 


more than ten years since | have read a 

book cover to cover. The Internet changed 
many things around us in this time. But most 
notably there has been one change within 
the mind—the inability to persist with deep 
reading. Every attempt at reading a book 
invariably becomes a multi-tasking adventure 
of multiple Google searches on related topics 
or accompanying side narratives, coupled 
with the occasional tweet succumbing to 
the irresistible urge to share an epiphany, 
followed by a blog to showoff newly acquired 
erudition. This was before the e-book and the 
tablet. Now there is not even the attempt at 
reading a book cover to cover but merely the 
pretence of a shallow reader. The need for 
speed and breadth has left comprehension, 
depth and recall far behind. 


|=: a confession to make. It has been 


But the digital book revolution has done 
something to the amateur reader that no 
number of corner bookstores and friendly 
neighborhood public libraries could perhaps 
do. If the Internet collapsed distances to 
make geographical separation redundant, the 
e-book has collapsed time to make historical 
separation between the author and the reader 
redundant. Google has contributed the most 
to this phenomenon, far more than any other 
digital ecosystems, with its comprehensive 
collection of digitally scanned books from 
the late 1700s to the early 1900s, most of 
which are free of copyright restrictions. The 
e-book has also levelled the field between the 
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amateur and the professional, making access 
to original source almost ubiquitous. It has 
opened new avenues for personal discovery 
without the proverbial middleman. 


For me, the most impactful of these personal 
discoveries has been the rich body of English 
prose translations of ancient Indian texts by 
Manmathanatha Datta. Little to nothing is 
known of Manmathanatha Datta’s personal 
life. Had it not been for the Internet and the 
digital book, Datta’s memory would have been 
restricted to the odd academic researcher. 
Now, his translations have a new life and a 
digitally assured posterity in a manner that he 
himself would never have imagined. 


Google’s collection of books authored and 
published in India during the 1800s and early 
1900s can perhaps be described as the digital 
meeting the medieval to re-discovering 
the Ancient. From Sanskrit to English 
translations of the Vedas, the Upanishads 
and the Puranas to the Persian and Arabic to 
English translations of the Pre-Mughal and 
Mughal era conquests, my personal digital 
library today spans a time continuum of 
Indian history that in a previous era would 
have been nearly impossible to compile in a 
single library. What makes this digital book 
collection special is the accompanying digital 
collection of British era’s first hand records 
starting with the earliest of records in the late 
1600s. What enriches this digital adventure of 
personal discovery with limitless possibilities 
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is the window it opens into the ancient with 
catalogues of Sanskrit manuscripts found 
in Royal libraries in that era. One such 
cataloguing exercise of Sanskrit manuscripts 
in the library of the Maharaja of Bikaner in 
the 1880 resulted in a 700-odd page book. 


There is an even larger body 
of knowledge waiting to be 
digitised from other Indian 
languages 


While Google’s Digital Book Archives bring a 
distant era closer to us by opening a window, 
they also leave us with sadness over an era 
of literature that will nearly be lost to future 
generations unless the digital efforts are taken 
to the next level. 


From the National Archives to the 
Archaeological Survey of India’s Digital 
collections, government-led efforts at 
digitising ancient and medieval texts give 
us access to some of these documents. But 
as with any governmental intervention, the 
digitisation is haphazard and inadequate. 
With clunky tools and highly restrictive 
interfaces, it makes the digital discovery 
experience arduous and inefficient. 


Usability and user experience are completely 
missing across all the digital archives resulting 
from the efforts of the various agencies of the 
state and multiple Indian universities. Among 
the private interventions, the one that stands 
out is the website ValimikiRamayan.Net 
(http://www.valmikiramayan.net). It is fully 
hyperlinked and key word searchable. It has 
organised the content by pulling together all 
the three layers essential for a modern day 
appreciation of an ancient Sanskrit text—the 
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original Sanskrit in Devanagari, the English 
transliteration of the text and the English 
translation. 


Between Google’s rich collection of Old Books 
that is fully searchable with the ability to 
embed and clip and sync across mobile devices 
and dedicated websites like ValmikiRamayan. 
net, private interventions are making an 
impact to the amateur reader that is far 
superior than what is perhaps available to the 
professional within state-run digital libraries 
and archives. These private interventions 
are only scratching the surface here with an 
even larger body of knowledge waiting to be 
digitised from all other Indian languages. 


In a digital future with reading habits 
increasingly shaped by _ e-Books,  self- 
publishing and mobile devices, it is hard to 
envisage a hark back to the days of cover to 
cover deep reading. But one thing is certain. 
Reading will no longer be a single pass, linear 
activity. You may shallow read a book in several 
iterations, going deep on a specific event or 
episode, tapping into several hyperlinked and 
digitally cross-referenced knowledge sources 
—in the process creating new knowledge and 
insights, captured within blogs and tweets. 
The personal library of the future will not 
only be digital but uniquely personal. 


One casualty of this inability to persist with 
deep reading is the mental barrier against new 
works of fiction. Iterative shallow reading 
seems well suited for non-fiction and older 
works of literature while newer works of 
fiction remain half-read and forgotten. Maybe 
fiction writing needs to undergo a paradigm 
shift to adapt to the change in my reading 
behavior. Or maybe I am suffering acute 
attention deficit syndrome? 


Either way the digital adventure continues 
with a new discovery every other day! 
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